Dear Sir or Madam:
‘We have con81deredvyour applicatldal
~from Federal income tax under Secr. '

The 1nformat10n you submitted shu

‘administration, maintenance, repaiy A

act1v1t1es of the organlzat1on.

definition of the organization and operatiom of organizatiouns
descrlbed in- Sectlon SOl(c)(J).. It reads, in part, as follows

T Gbder:

CERTIFIED MAIL

recogn1t1on of exemptlon
(c)(3) of the Internal
Revenue Code of 1954.

« .that you are formed as &
non—profit agsociation. Your sty d'pdrpose'isﬂto act on behalf
of your members as their governing godv with respect to the
replacement of certain

property which has been submitted to tihe

Your act1v1t1es are limited to the monthly collection and deposit
of fees from condominium owners and payment of common expenses,
which include painting of outside qurfaces of the building,
replacement of gravel in driveways when needed, payment of
jnsurance for coverage of common e: ements of the building and
outside grounds, and lawn cutting service during the summer.

Section 501(c)(3) of the Internal Revenue Code prov1des for
exemption from Federal jncome tax for organizations which are
organized and operated exclusively for religious, charitable,
scxentlflc, testing for public safety, literary, or educational
purposes, or to foster mational or international amateur sports
competition, or for the preventlon of cruelty to children or
animals, mo part of the net earnings of which inures to the
beneftt of any private shareholder or individual. A shareholder
efers to anyone having a personal and private interest in the

Section 1 501(:)(3) -1 of the ‘Income Tax Regulatlons relates to the

te‘be_exemp ‘an’ organlzatlon descrxbed in Sectxon

501 Ce)(3), "an otganxzdtzbn must ‘be both: orgwnized ‘and’ operated ,
.exclus1ve1y for one ot more or the purposes spec1£1ed 1n ‘such -
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»empt purpose 9r purposes"” as us2d in this fection,

pose Oor purpofes specified in Ssction 501 (c)(3).

if irs

1s organizad exclusively for one or more exempt

avticles of organization liwitr the purpoce of

such organl ation to cue or more exemrpt purpoees.

An organization will be regarded as "operagted eyclus1v91x' for one
or more exewmpt purposes only if it engages primarily in activities
~which .accomplish one or more of such exempt. purpoges: specified in

Section 501(e)(3).

‘more than an. insubstantial part of its activities is not in
‘furtherance oi an exempt purpose.

An o.ganlzatlon is not opetateé excluazvely for one or more exempt
if its net earnings inure ian whale or in part to the
benefic of any prlvaLe shareholders or individuals. :

pUTrposes

Saction 1.501(c)(3)-1 of the Income Tax Qogulat:ons sete forth tha
organizational and operations tests in raspect to distribution of

ascets on diseolution and during operation, and reads, in parv, as

follows:
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Thus £o meet the

may have exenpt nurposes, it will not be considered as ooeratlng
exclusxve‘y for such purposes lf more ‘than an 1nsubsLantial part
f:oF 1ta acL1v1tles serve ‘a8 prlvate lnterest.” ' '
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for 2 public purpese, or would be distributed by a
organization to be uwgaed in sSuch manner as in the
of the court will best accowmplicsh the general purposes
dissoived orgaunization was organized.

1.501(e)( 3)~1(d)(l)(11) nf the FRegulations states that an

ig not

unless it serves a public rathar than a private

requiremente of this subparagraph, it is
necesgary for am organizatica to establiish .that it jis not
organized or operated for the benefit of private interasts guch as
.dealgnated 1ndiv1duals, the creator or hza_family, sharnhalders of
: or;persons controlled dlrectly or - inuxrectly,.
intéerests.  Moreover, evan thoughjan organization-

for example, 1f upon digsolution, rpuch sssste

& provigion in the organization's articles, or
be distributed for one Or more cxempt
Federal government, or to a State or local

organized or operated for any purpoEe under




‘1offxc1als in accordance wlth Sectlon 6104(c) of the Iataxnal

Your sole activity as get forrh in your applicetion aud as cited
in this leotter is the collection of funds from vour meswbeirs and
Payment for the general maintenance zad cormmon expeuliee of your
tuitding and aresa. hus your activitieas are for the private
benefit of your wembers, the resideunts of

and do not serve a brOad public purposre a= reouirad
by Section 1.301¢e)(3)=1(¢d)(1)(ii) of the regulations. Neither
4re your activities in furtheranc¢ of charitable, ecducationai or
other purposes spacified in Section 501(c2(3).

-

Your assets upon dissclution are not dedicared to 561(c)(3)
purpoces., Your purposes as set forth in your organizational
document are not within the purview of Section 501(e)(3). ‘You
therefore do not meet the organizational tesgt requ1rem»n:5 of
1Sectlon 1. SGl(c)(J) l of the Income Tax Regulatlons.

’Tbe 1utormat1on you bave gubmitted and as . cited in this letter
established that vou are not orgaunized or operated for Section
501(c)(3) purposes. sveordingly, we conclude that yous are not ,
entitled to recognition of 2xemption from Federal income rax undazr
Eezction 501(c)(3) 0f the Internal Revenue Code,

Based ou the information submitted, exempt status will not be
recogaized undar any related Paragraph of Intermnal Revenue Code
SBectinsn 501 (c).

You are requirsd to file Federal inceome tax raturne.
Contributions to vonun are not ¢eductible under Section 170 of the
r 1 &

Code,

Your attention is calhlto Section 528 of the Internal Bevenue Coda
which provides certain procedures by which qualifving Homeowners
Associations may elact to be treated 48 a tax exempl crganization.
This section of che Code vag included in the Tax Reform Act of
1976, If vyou determined that you qualify under Sectieon 528, you
niugt file Form 1120H. If£ vou determine that you do rct qualify
undar Secticn 528, vou must file corporate tax returnm Feorm 1120,

If vou do not accept our findings, we recommend that wyou request z
confarence with a member of osur Regional Office of Appeals. Your
raguest for a cony Yference should include ‘a written appeal gLVlng
faces, law, and any other information £O support your position as
explained in the enclosed Publication 892. You will then be
coatacted to arrange a date for a counference. The conference mav
be held at tha Regional Gffice, or if you request, at any mutua’ly
;convenlent Bistrict Office.  If we do not hear- from:ycu within 30
' ' from the date o 'th1e 1etter, th:s determxnatzon,wzll become

 A copy of thls 1ette:'w111 ba sent to the approprlate atace

Revenue Cod&.ﬂ‘ﬂfm




"If you do not protest this proposad determination ig 4 timely
wmanner, it will be conecidared as o failure tgo exhaust availablae
administrative remedies. Section 7428(b)(2) of the Internmal
Revenue Cade providas in part thae, "4 declaratory judgment or
dacree under thie Section shall not be issued in any proceeding
unless the Tax Coure, the Court of Claine, or rhe districe court
of the United States for the Dietrict 0f Columbia determines that
the organization involived has exhausted administrative remediag
available to it witrwin the Internal Ravenue Service,"

Sincerely,

lzstrzct Director

Enclosure: Publication 892




